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MANAGEMENT’S DISCUSSION AND ANALYSIS



Spring Lake Township
MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of Spring Lake Township's (the Township) financial perfermance provides a
narrative overview of the Township’s financial aclivities for the fiscal year ended March 31, 2008. Please
read it in conjunction with the Township's financial statements.

FINANCIAL HIGHLIGHTS

The Township's total net assets increased by $160,601 (1 percent) as a result of this year's
activities. Net assets of the governmental activities increased by $511,930, whereas net assets of
the business-type activilies decreased by $351,326.

Of the $18,661,912 total net assets reported, $4,340,858 (23 percent) is unrestricted, or available to
be used at the Board's discretion.

The General Fund’'s unreserved, undesignated fund balance at the end of the fiscal year was

$1,296,151 which represents 62 percent of the actual total General Fund expenditures for the
current fiscal year.

Qverview of the financial statements

The Township’'s annual financial report is comprised of four parts: management's discussion and
analysis, the basic financial statements, required supplementary information, and an optional section that
presents combining statements for nonmajor governmental funds and internal service funds, as well as
additional information. The basic financial statements include two kinds of statements that present
different views of the Township:

The first two statements are government-wide financial statements that provide both long-term and

short-term information about the Township’s overall financial status.

The remaining statements are fund financial statements that focus on individual paris of the

Township, reporting the Township’s operations in more detail than the government-wide financiat

statements.

o Governmental fund statements explain how general government services, ke public safety,
were financead in the short-term, as well as what balance remains for future spending.

o Proprietary fund statements offer short- and long-term financial information about the
activities the government operates like a business, such as the sewer and water systems.

o Fiduciary fund statements provide infermation about the financial relationships in which the

Township acts solely as a trustee or agent for the benefit of athers to whom the resources in
question belong.

The financial stalements also include notes that explain some of the information in the financial
statements and provide more detailed data. The financial statements are followed by a section of required
supplementary information that further explains and supports the information in the financial statements.

A comparative analysis of the basic financial statements for 2008 and 2007 is also presented.



Spring Lake Township
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Government-wide financial statements

The government-wide financial statements report information about the Township as a whole using
accounting methods simitar to those used by private-sector companies. The statement of net assets
includes all of the Township's assets and liabilities. All of the current year's revenues and expenses are
accounted for in the statement of activities, regardiess of when cash is received or paid.

The two government-wide statements report the Township's net assets and how they have changed. Net
assets (the difference between the Township’'s assets and liabilities) is one way to measure the
Township's financial health, or pesition.

« Over time, increases or decreases in the Township's net assets are an indicator of whether its
financial health is improving or detericrating, respectively.

+» To asseoss the overall health of the Township, you need to consider additional nenfinancial factors
such as changes in the Township's property tax base and the condition of the Township's capital
assets.

The government-wide financial statements are divided into two categories;

o Governmental activifies - Most of the Township’s basic services are included here, such as fire
protection and general government. Property taxes and state grants finance most of these activities.

¢+ Business-type activities - The Township charges fees to customers to help it cover the costs of
certain services it provides. The Township’s sewer and water systems are reported here,

Fund financial statements

The fund financial statements provide more detailed information about the Township’s most significant
funds - net the Township as a whole. Funds are accounting devices that the Township uses to keep track
of specific sources of funding and spending for particular purposes.

» Some funds are required by state law and by bond agreements.

» The Township Board establishes other funds to control and manage money for particular purposes
(ke perpetual care of the cemetery) or to show that it is properly using certain taxes and other
revenues {like property taxes collected fo pay the bonds that financed the construction of bike paths).

The Township has three kinds of funds:

1. Governmental funds. Most of the Township's basic services are included in governmental funds,
which focus on {1) how cash, and other financial assets that can be readily converted to cash, flow
in and out and, (2) the balances left at year end that are available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance
the Township's programs. Because this information does not encompass the additional long-term
focus of the government-wide statements, we provide additional information at the botiom of the
governmental funds statements that explain the relaticnship between them.



Spring Lake Township
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

2. Proprietary funds. Services for which the Township charges customers a fee are generally reported
in proprietary funds. Proprietary funds, like the governmenti-wide statements, provide both long- and
short-term financial infermation. In fact, the Township’s enterprise funds (one type of proprietary
fund) are the same as its business-type activities, but provide more dstall and additional
information, such as cash flows.

3. Fiduciary funds. These funds are used to account for the collection and disbursement of resources,
primarily taxes, for the benefit of parties outside the Township. The Township is responsible for
ensuring that the assets reported in these funds are used for their intended purpcses. The
Township's fiduciary activities are reported in a separate statement of fiduciary net assets. We
exclude these activities from the Township's government-wide financial statements because the
Township cannot use these assels to finance its operations.

FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE

Net assets. Total net assets at the end of the fiscal year were $18,661,912, an increase of $160,604
compared to the prior year. Of this total, $13,340,442 is invested in capital assets, net of related debt and

3980,612 is restricted for various purposes. Consequently, unrastricted net assets were $4,340,858, or 23
percent of the total.

Condensed financial information

Met Assats
Governmental Business-type
aclivities activities Tolals
2008 2007 2008 2607 2008 2007
Current and other assets § 2,438,563 § 2,252,857 % 3,252,280 $ 4543301 § £,691,842 % £,798,258
Capital assels 5,564,845 5 440,218 13,146,128 12,635,255 18,710,973 18 075,471
Total ascels 8,003,288 7,693,173 16,398,417 17,178,558 24,402,315 24,871,729
Long-term debt 1,535,000 1,730,000 3,835,531 22 B68 5,370,531 1,762,868
Gther liabilities 161,780 168,485 208,582 4,426,190 370,372 4,594,685
Total lighilitics 1,696,780 1,898,498 4,044,113 4 445,058 5,740,903 6,347,553
MNet assets:
Invested in capital assets,
net of related debt 4,029,845 3,710,216 9,310,587 8,346 664 13,340,442 12,058,880
Restricted 980,812 876,095 . - 80,612 876,085
Unrestricted 1,296,151 1,208 367 3,044,707 4,358 866 4,340,868 5.568,333

Total net assets ¢ 6,308,608 § 5794878 § 12385304 § 12,708630 $ 18,661,912 § 18,501,308



Spring Lake Township

MANAGEMENT’S DISCUSSION AND ANALYSIS {Continued)

FINANCIAL ANALYSIS OF THE TOWNSHIP AS A WHOLE {Continued)

Changes in net assets. The Township’s total revenues are $5,586,249. Nearly 50 percent of the
Township’s revenues come from charges for services and 25 percent come from property taxes.

The total cost of all the Township's programs, coverting a wide range of services, totaled $5,425,645.
Nearly 55 percent of the Tawnship's costs relate to the provision of utility services. General government
public safety costs each account for 12 percent of the Township's total costs.

Program revehues:
Charges for services
COperating grants and contributions
Capital granis and contributions
General revenues:
Properly taxes
Stale shared revenue
Unrastricted interest
Miscellanecus

Expansas:
Legistative
General govarnment
Public safety
Public works
Community and economic

davelopment

Health and welfare
Recreation and culture
Interest
Sewer
Water
Special ifern

Total expenses

increase (decrease] in nel assets

Condensed financial information

Governmental

Changes in Net Assets

Business-lype

activifies activities Totals
2008 2007 2008 2007 2008 2007
545,962 % 537358 § 2245182 $ 2,450,689 27M,144 § 2,988,047
8,459 16,6872 - - 8,459 16,662
10,805 360,531 231,834 - 242 839 360,531
1,395,348 1,110,433 - - 1,395,348 1,110,433
725134 721,448 - - ¥25134 724,448
114,937 129,967 153,527 187,447 268,464 317,414
155,061 158,381 - - 155,061 159,381
2,985,706 3,035,801 2,630,543 2 638,136 £,586,249 5 673,837
17,521 - - - 17,521 -
629,824 620,482 - - 829,624 620,482
664,223 717,948 - - 554,223 717,048
137,216 217,544 - - 137,216 217 544
206,692 269,088 - - 206,592 269.989
160,101 - - - 160,101 -
566,856 351,841 - - 566,895 351,841
48,469 56,855 - - 48,468 56,855
- - 1,085,922 1,154,179 1,085,922 1,154,178
- - 1,895,847 1,731,608 1,895,047 1,781,608
23,034 - - - 23,034 -
2,443,776 2,234,759 2,981,869 2,935,787 5,425 645 5,170,546
511,930 & 801042 § (351,328) § (267,651) § 160,604 5 503 391

Governmental activities. Governmental activities increased the Township’s net assets by $511,930
compared to a $801,042 increase in the prior year. Net assets increased in both years because
governmental revenues were sufficient to cover all governmental expenses. The increase in net assets
was higher in the prior year due to the recognition of a $360,531 capital grant that helped finance the
cost of bike path improvements that were capitalized.

-ly-



Spring Lake Township
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

The cost of all governmental adtivities this year was $2,420,742 (exclusive of the special item of $23,034).
After subtracting the direct charges to those who directly benefited from the programs {$545,962), and
operating and capital grants ($18,264), the “public benefit” portion covered by property taxes, state
ravenue sharing, and other general revenues was $1,855 5186,

Business-type activities. Business-type activitias decreased the Township's net assets by $351,326.
The Sewer and Water Funds generated a net decrease of $155,143 and $196,183, respectively,
because user charges are not currently set to cover all the operating costs, including depreciation, of
the Township’'s water and wastewater systems.

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS

Governmental funds. As of the end of the current fiscal year, the Township's governmental funds
reported combined ending fund balances of $2,292 563, an increase of $190,601 in comparison with the
prior year.

The General Fund is the chief aperating fund of the Township. At the end of the fiscal year, unreserved
fund balance was $1,286,151, which represents 62 percent of the actual total General Fund
expenditures for the current fiscal year. Total fund balance increased by $87,784 because increases in
property tax and interest revenuas outpaced increases in expenditures.

The Bike Path Fund experienced an increase in fund balance of $94,247. The increase occurred because
property tax revenues were more than sufficient to cover debt service costs in the current year,

Proprietary funds. The Sewer Fund experienced a decrease in net assets of $155,143 for reasons
explained above. Total net assets are $7,121,922 at year end of which 1,419,208 is unrestricted.

The Water Fund experienced a decrease in net asseis of $196,183 for reasons explained above. Total
net assets are $5,233,382 at year end of which $1,625 498 is unrestricted.

General Fund budgetary highlights

Total budgeted expenditures were increased by $237,780 during the year to reflect various anticipated
cost increases. The most significant increase was a $350,000 increase in the budget for capital outiay
expenditures related to the acquisition of a fire truck.

Revenues were $8,070 more than anticipated while expenditures were $241,851 less than the amounts
appropriated. Revenues related to charges for services were $80,171 lower than anticipated because
building permits were less than expected. Expenditures were significantly lewer than anticipated in two
functional categories. Certain capital purchases were postponed or eliminated causing capital outlay
expenditures to be $80,858 less than anticipated and community and economic development costs,
primarily professional services, were $100,428 less than anticipated.

These variances resulted in a $250,021 net positive budget variance and an $87,784 increase in fund
balance compared to a budgeted decrease of $162,237,



Spring Lake Township
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Capital assets and debt administration

Capital asssis.

The Township’s investment in capital assets for its governmental and business-type activities as of March
31, 2008, amounts to $18,710,973 (net of accumulated depreciation). Governmental capital assets
amount to $5,564,845 and business-type capital assets totaled $13,146,128. These investments include
a broad range of assets including equipment, buildings, and sewer and water infrastructure. The net
increase in the Township's net investment in capital assets for the current fiscal year was $635,502.

Governme:ntal Business-type

activities activities Totals
Land ] 8e3,481 % 5900 3 699,381
Infrastructure 858,427 12191826 12,276,953
Land improvernents 3,488,775 3488775
Buildings and improvements 338,222 222,481 561,683
Machinary and squipment 868,940 725241 1,684,181
Totals $ 5584845 $ 13146128 § 18,710973

Major capital asset events during the current fiscal year included the following:

» Capital improvement projects to replace utility lines and resurface strests totaled $1,000,488
» Afire pumper was purchased for $328,767 while another pumper was sold for $21,400.
» Atruck was purchased for $40,797.

More detailed information about the Township’s capital assets is presented in Note 5 of the notes to the
basic financial statements.

Long-term debt.
At the end of the fiscal year, the Township had total fong-term bonds and notes outstanding in the amount
of $5,370,531 which represents a decrease of $625,192 or 10.4 percent.

More detailed information about the Township’s long-term liabilities is presented in Note 8 of the notes 1o
the basic financial statements.



Spring {.ake Township
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Economic condition and outlook

The economy for Spring Lake Township is looking better than what has been the norm for the State of
Michigan as a whele. Unamployment in the area is 7.7% (July 2008) as compared to the State overall at
B.5%.

There will be several sizable expansions within the Township in the coming year, including Meridian, inc.
(the Township’s largest taxpayer), Sintel, Michigan Adhesive, and Supreme Machined Products, One of
the largest expansicns belongs to Almond Products which is in the process of constructing $10 million in
additions while expecting to generate 50 jobs within the area. These expansions not only help the citizens
of the Township through job creation, but benefit the Township’s tax base as well.

The Township's budget for 2008-09 called for minimal change in the overall property tax rate. As with
most local governments in Michigan, a reduction in state shared revenues continues to be challenging.

For fiscal year 2008-09, the Township continues its aggressive approach in maintaining and constructing
bike paths in the area for its residents. Replacing blue-pipe water mains is alse a continuing major project.

Contacting the Township’s financial management

This financial report Is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Township's finances and to demaonstrate the Township’s accountability for
the resources it receives. Questions regarding any information provided in this report or requests for
additional financial information should be addressed {o:

Dan Visser, Finance Directer/Deputy Treasurer Fhone: (616) 844-2113

Spring Lake Township E-mail. dvisser@springlaketwp.org
106 South Buchanon

Spring lLake, M1 49456

-vii-
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INDEPENDENT AURITORS' REPORT

Township Board of Trustees
Spring Lake Township, Michigan

We have audited the accompanying financial statements of the governmental activities,
the husiness-type activities, each major fund, and the aggregate remaining fund
information of Spring l.ake Township, Michigan, as of March 31, 2008, and for the year
then ended, which collectively comprise Spring Lake Township, Michigan's financial
statements, as listed in the contents. These financial statements are the responsibility of
Spring Lake Township, Michigan's management. Our responsibility is to express opinions
on these financial statements based on cur audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance ahout whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for aur opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial posifion of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of Spring
Lake Township, Michigan, as of March 31, 2008, and the respective changes in financial
position and, where applicable, cash flows thereof for the year then ended in conformity
with U.S. generally accepted accounting principles.

The management’s discussion and analysis and budgetary comparison schedules, as
listed in the contents, are not required parts of the basic financial statements but are
supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required

supplementary information. However, we did not audit the information and express no
apinion on it.

September 10, 2008

FORE MU
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Spring Lake Township
STATEMENT OF NET ASSETS
March 31, 2008

ASSETS

Current assets:
Cash
Investments
Receivabies
Prepaid expenses

Total current assets

Neoncurrent assets:
Receivables
Unamortized bond issuance costs
Land
Depreciable capital assets, net

Total noncurrent assets
Total assets

LIABILITIES

Current liabilities:
Fayables
Bonds payable

Total current fiabilities

Noncurrent liabilities - bonds payahle
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Perpetual care
Public works
Debt service
Capital projects
Unrestricted

Total net assets

See notes to the financial sfatements
wibe

Governmental Business-type
Activities Activities Totals

$ 2089495 $ 2044228 § 4,133,721
- 201,660 201,660
327,358 510,431 837,789
21,700 19,790 41,490
2,438,553 2,776,107 5,214,660
- 398,496 398,496
. 78,686 78,686
693,481 5,900 699,381
4,871,364 13,140,228 18,011,592
5,564,845 13,623,310 19,188,155
8,003,398 16,399,417 24 402,815
161,790 208,582 370,372
200,000 472,546 672 546
361,790 681,128 1,042,918
1,335,000 3,362,985 4.697,9856
1,696 780 4,044,113 5,740,803
4,029,845 9,310,597 13,340,442
309,542 - 309,542
87,759 - 67,789
475,129 - 475,129
128,182 - 128,182
1,286,161 3,044,707 4,340,858
$ 6306608 $ 12355304 $ 18,661,812




Spring Lake Township
STATEMENT OF ACTIVITIES
Year enicded March 31, 2008

Functions /Programs

Governmental activities:
Legislative
General government
Public safety
Public works
Community and economic

development

Health and welfare
Recreation and culture
Interest on long-term debt

Total governmental
activities

Business-type activities:

Sewer
Water
Total business-type
activities
Totals

Program revenues

Operating Capital
Charges for  grants and grants and
Expenses services contributions contributions
$ 17,521 % - 3 - 3 -
629,624 350,284 - -
654,223 186,395 - 10,805
137,216 - 7,459 -
206,692 7,573 - -
160,101 - - -
566,896 1,710 1,000 -
48,469 - - -
2,420,742 545,962 8.459 10,805
1,085,922 675,426 - 180,581
1,895,847 1,475,778 - 142,148
2,981,869 2,151,204 - 322,729
$5402611 § 2687168 § 5459 § 333,534

General revenues;
Property taxes
State sharad revenue
Unrestricted interest
Franchise fees
Special item - loss on sale of capital asset

Total

Change in net assets

Net assets - beginning

Net assets - ending



Net (expenses) revenues and changes in net assets

Governmental Business-type
activities activities Tetals

$ (17,521} (17,621)
(279,340) (279,340)
(457,023) {(457,023)
(129,757) (129,757)
(198,119) (199,119)
(160,101) (160,101)
(564,186) {564,186)
{(48,469) (48 469)
(1,855,516) {1,855,518)
(229,915) {(229,915)
(278,021) (278,021)
{507,936) (507,936)
{1,855,5186) {507,936) (2,363,452)
1,395,348 - 1,385 348
725,134 - 725,134
114,937 156,610 271,547
185,081 - 155,061
(23,034) - (23,034)
2,367,446 156,610 2,524 056
511,930 (351,326) 180,604
5,794,678 12,708,630 18,501,308

$ 6,306,608 § 12,355,304 § 18,661,912

See notes to the financial statements
-5



Spring Lake Township

BALANCE SHEET - governmental funds

March 31, 2008

ASSETS
Cash
Receivables

Due from other funds
Prepaid insurance

LIABILITIES AND FUND BALANCES

Liabiiities:
Payables

Cue to other funds

Fund balances:
Unreserved
Unreserved, reported in nonmajor
special revenue funds

Total assets

Total liabilities

Total fund batances

Taotal liabilities and
fund balances

Total fund balances - total governmental funds

Amounts reported for governmental activities in the statement of

net assets (page 4) are different because:

Capital assets used in governmental activities are nof financial
resources and are not reported in the funds.

Interest payable is not due in the current period and is not reported

in the funds.

Bends payable are not due and payabie in the current period and

are not reported in the funds.

Nonmajor Total
Major funds governmental governmental
General Bike Path funds funds
$1,130,278 $ 469228 % 489989 § 2,089,495
277,873 21,701 27,784 327,358
- - 10,080 10,080
21,7060 - - 21,700
$1420.851 § 490929 § 527853 § 2448633
$ 123620 % - ) 22370 % 145,990
10,080 - - 10,080
133,700 - 22,370 166,070
1,296,151 490,028 - 1,787,080
- - 505,483 505,483
1,296,157 490,829 505,483 2,292,563
$1,429,851 $ 490929 3 527853 § 24488633
$ 2,202,563
5,564,845
(15,800}
(1,535,000}
$ 6,306,608

Net assets of governmental activities (page 4)

B

Sae notes to the financial statements



Spring Lake Township’

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - governmental funds

Year ended March 31, 2008

REVENUES
Property taxes
Licenses and permits
State grants
Charges for services
Fines and forfeitures

interest
Other
Total revenues
EXPENDITURES
Legislative

General government
Public safety
Public works
Community and economic
development
Health and welfare
Recreation and culture
Capital cutlay
Debt service:
Principal
Interest

Total expenditures

NET CHANGE IN FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Nonmajor Total
Major funds governmental govertmental

General Bike Path funds funds
$ 888585 $ 330552 % 418,167 $ 1,637,284
328,482 - - 328,482
733,683 - - 733,583
98,529 - 9,240 107,769
415 - - 415
79,810 B,864 26,263 114,937
54,626 - - 54 626
2,184,020 339,416 453,670 2,977,106
17.521 - - 17,521
622,651 - - 622,651
588,636 - - 588,636
87,5685 - 121,193 208,778
206,682 - - 206,692
- - 160,101 160,101
181,949 - 145,544 327,493
391,202 - 18,262 409 464
- 195,000 - 105,000
- 50,169 - 50,169
2,008,236 245,189 445 100 2,788,505
87,784 94,247 8,570 190,601
1,208,367 396,682 496,813 2,101,962
$ 1286151 § 490929 $ 505483 §$ 2,202 563

See notes to the financial statements

7-



Spring Lake Township

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES - governmental funds {Continued)

Year ended March 31, 2008

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of
activities (page 5) are different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, the cost of those assets is allocated
over the estimated useful lives as depreciation.

Add: Capital asset acquisitions
Deduct:
Provision for depreciaticn
Net capital asset disposals

Long-term debt - principal repayments

Changes in other liabilities:
Net decrease in accrued interest payable

Change in net assets of governmental activities (page 5)

See notes fo the financial statements
8-

$

$ 511,930

190,601

477,282

(308,219)
(44,434)

195,000

1,700



Spring Lake Township

STATEMENT OF NET ASSETS - proprietary funds

March 31, 2008

ASSETS
Current assets:
Cash
Investments
Receivables
Prepaid and other assets

Total current assets

Nencurrent assets:
Receivables
Unamortized bond issuance costs
Land
Depreciable capital assets, net

Total noncurrent assets
Total assets
LIABILITIES
Current liabilities:
Payables
Baonds payable
Total current liabilities
Nencurrent liabilities - bonds payable
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt

Unrestricted

Total net assets

Sewer Water Totals
$1.083621 § 950605 $ 2044228
- 201,660 201,680
184,285 326,146 510,431
3,885 9,885 19,790
1,287,801 1,488,306 2,776,107
201,348 197,150 398,496
- 78,686 78,686
5,900 - 5,800
8,316,814 6,823,414 13,140,228
6,524,060 7,099 250 13,623,310
7,811,851 8,587,556 16,389 417
69,839 138,643 208,582
40,000 432,546 472 546
109,939 571,189 681,128
580,000 2,782 985 3,362,985
689,939 3,354.174 4.044,113
5702714 3,607,883 9,310,597
1,419,208 1,625,499 3,044,707
$ 7,121,822 $5233,382 $ 12355304

See nofes lo the financial statlements

-9



Spring Lake Township

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
FUND NET ASSETS - proprietary funds

Year ended March 31, 2008

OPERATING REVENUES
Charges for services
Other

Total operating revenues

OPERATING EXPENSES
Salaries

Fringe henefits

COperating supplies
Sewage treatment

Water distribution
Administration
Professional services
Repairs and maintenance
insurance

Utilities

Depreciation

Total operating expenses

OPERATING LOSS

NONOPERATING REVENUES (EXPENSES)

Connection fees
Interest revenue
Special assessments
Interest expense

Total nonoperating revenues

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING

NET ASSETS - ENDING

Sewer Water Totals
$ 8644357 $ 1,436,122 % 2,080,479
31,069 39,656 70,725
675,426 1475778 2,151,204
98,760 186,663 285 423
50,703 80,282 140,985
16,027 44,013 60,040
421,188 - 421,189
- 673,707 673,707
89,469 101,854 191,423
11,308 122,189 133,497
36,288 12,385 48,673
10,400 7,428 17,828
45,019 23,447 69,466
273,731 478 354 752,085
1,053,894 1,740,422 2,794,316
{378,468) (264,644) (643,112)
158,227 120,756 278,883
74772 81,838 156,610
22,354 21,362 43,746
(32,028) {155,525) {187,5563)
223,325 68,461 291,786
(155,143) (198,183) (351,328)
7.277.085 5,429 565 12,706 630

$ 7,121,022 $5233382 $ 12355304

See notes o the financial statemenis
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Spring Lake Township

STATEMENT OF CASH FLOWS - proprietary funds
Year ended March 31, 2008

Sewer Water Totals

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers $ 668,646 $ 1,496,588 §2,165234
Payments to suppliers (689,668) (1,048992) (1,738,881)
Payments fo employees (88,760) (188,663) (285,423)
Net cash provided by (used in) operating activities {119,783) 260,033 141,150
CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES
Collection of special assessment principal 42,987 8,511 51,498
Coliection on notes receivable - 10,588 10,588
Connection fees 158,227 120,756 278,983
Acquisition of capital assets (634,590) (511,371} (1,045,961}
Principal payments on capital debt (40,000) (413,061) (453,061)
interest payments on capital debt (32,228) (128,554} (160,782}
Net cash used in capital and related

financing activities (405 804) {913,131 (1,318,735}

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investments (201,660) (201,680)

Interest received 82, 1 53 95,255 177,408
Net cash provided by (used in) investing activities 82,153 (108,405} {24,252)
NET DECREASE IN CASH (443,234) (758,603) (1,201,837)
CASH - BEGINNING 1,536,855 1,709,208 3,246,083
CASH - ENDING $1,003621 § 0950605 § 2,044,226

See notes fo the financial staterments
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Spring Lake Township
STATEMENT OF CASH FLOWS - proprietary funds {Continued)
Year ended March 31, 2008

Sewer Water Totais

Reconciliation of operating loss to net cash

provided by {used in) operating activities:
Operating loss $ (378,468) $ (264,644) $ (643,112)
Adjustments to reconcite operating ioss to net cash

provided by {used in) operating activities:

Depreciation 273,731 478,354 752,085
(Increase) decrease in receivables (6,780) 20,810 14,030
Increase (decrease) in payables (8,268) 26,413 18,147
Net cash provided by (used in) cperating activities $ (116,783) $ 260,933 § 141150

See notes fo the financial staterents
-



Spring Lake Township
STATEMENT OF FIDUCIARY NET ASSETS - agency fund
March 31, 2008

ASSETS
Cash $ 182860
LIABILITIES
Due {o other governmental units:
Spring Lake Public Schoaols 67,181
Muskegon Intermediate School District 49,795
Ottawa County 33,021
Ottawa Intermediate School District 12,322
Spring Lake Library 7,000
Grand Haven Public Schools 3,799
Fruitport Public Schools 295
173,413
Due to other funds 9,447
Total liabilities $ 182860

See noles to the financial siatements
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of Spring Lake Township, Michigan (the Township), conform to U.S. generally
accepted accounting principles (hereinafter referred to as generally accepted accounting principles) as
applicable to governmental units. The following is @ summary of the significant accounting policies.

a) Reporting entity,

In accordance with generally accepted accounting principles and the Governmental Accounting
Standards Board (GASB) Statement No. 14, The Financial Reporling Entity, these financial statements
present the Township. The criteria established by the GASE for determining the reporting entity
includes oversight responsibility, fiscal dependency, and whether the financial statements would be
misleading if data were not included. Based upon the application of these criteria, there are no other
entities for which the Township exercises oversight responsibility.

b) Government-wide and fund financial staternents:

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the Township. For the moest part, the
effect of interfund activity has been removed from these statements. Governmental activities, normaily
supported by taxes and intergovernmental revenues, are reported separately from business-type
activities which rely to a significant extent on fees and charges for support.

The statement of activities dermonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include: (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular

function. Taxes and other items not properly included among program revenues are reported instead as
general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from government-wide financial statements, Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

¢) Measurement focus, basis of acceunting, and financial statement presentation:

The government-wide financial statemenis are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenues as soon as all eligibility
requirements imposed by the provider have been meat.
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING PQOLICIES {Continued):

¢} Measurement focus, basis of accounting, and financial statement presentation (continued):
Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considerad to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the Township considers property tax revenues to be available if they are expected to be
collected within 80 days of the end of the current fiscal period. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures,
expenditures relating to compensated absences, and claims and judgments are recorded only when
payment is due.

State grants, licenses and permits, charges for services, and interest associated with the current fiscal
period are ali considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available only when
cash is received by the Township.

The Township reports the following major governmental funds:

The General Fund is the Township's primary operating fund. It accounts for all financial
resources of the Township, except those required to be accounted for in another fund.
Revenues are primarily derived from property taxes and state shared revenue.

The Bike Path Fund accounts for financial resources to be used to purchase capital additions,
improvements, or betterments, Revenues are derived primarily from property taxes.

The Township reports the fallowing major proprietary funds:
The Sewer Fund accounts for the activities of the Township’s sewage collection system.
The Water Fund accounts for the activities of the Township’s water distribution system.

Private-secter standards of accounting and financial reporting issued prior to December 1, 1988,
generally are followed in both the government-wide and proprietary fund financial statements to the
axtent that those standards do not conflict with the standards of the Governmental Accounting
Standards Board. Governments also have the option of following subseguent private-sector guidance
for their business-type activities and enterprise funds, subject to this same limitation. The Township has
elected net to follow subseguent private-sector standards.

Amounts reported as program revenues include. (1) charges to customers or applicants for goods,
services, or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.



Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

¢) Measurement focus, basis of accounting, and financial statement presentation (continued):

Proprietary funds distinguish operating revenuas and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the proprietary funds are charges to customers for sales and services, Operating expenses for
proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reporied as nonoperating
revenuss and expenses.

When hoth restricted and unrestricted resources are available for use, it is typically the Township's
policy to use restricted resources first, and then unrestricted resources as they are needed. With regard
to the Cemetery Endowment Fund, the Township is accumulating restricted resources for the long-term
maintenance of the Township's cemetery. The Township intends 1o accumulate $500,000 in this fund
before any of its resources are used to pay cemetery maintenance costs. When a fund balance of
$500,000 has been attained, the Township plans to use ten percent of the fund's interest earnings to
pay cemetery maintenance costs.

d) Assefs, liabilities, and net assets or equity:
[} Cash and investments - Cash is considered to be cash on hand, demand deposits, time
deposits, and short-term investments with original maturities of three months or less from the
date of acquisition.

All investments are reported at fair market value, with changes in value recognized in the
operating statement of each fund. Realized and unrealized gains and losses are included in
investment income. Pocled investment income is proportionately aliocated te all funds.

i) Receivables - Activity between funds that is representative of lending/borrowing
arrangements outstanding at the end of the fiscal year is referred to as "due toffrom other
funds.” Any residual balances outstanding between the governmental activities and the
business-type activities are reported in the government-wide financial statements as “internal
balances.” No allowance for uncoliectible accounts has been recorded as the Township
considers all receivables to be fully collectible.

iy Prepaid items - Certain payments to vendors reflect costs applicable to future accounting
periods and are recorded as prepaid items in the fund financial statements and the
government-wide financial statements.

iv) Capilal assels - Capital assets, which include property, equipment, and infrastructure
assets (e.g., shared road costs, sewer and water systems, and similar items), are reported In
the applicable governmental or business-type activities column in the government-wide
financial statements.
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS {(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued):
d) Assets, liabilities, and net assets or equity (continued).

iv) Capital assets - Capital assets are defined by the Township as assets with an initial,
individual cost of more than $10,000 and an estimated useful life in excess of two years. Such
assels are recorded at historical cost or estimated historical cost if purchased or constructed.
Donated capital assets are recorded at estimated fair market value at the date of donation.
Governments can elect to accaunt for infrastructure assets either retroactively to June 15,
1980, or prospectively. The Township has elected to account for infrastructure assets
prospectively, beginning April 1, 2004.

Capital assets are depreciated using the straight-line method over the following useful Iives:

Buildings and improvements 20 - 40 years

Shared road costs 15 - 20 years
Bike paths 16 - 20 years
Machinery and equipment 5 - 20 years
Vehicles 4 - 30 years

Sewer and water systems 30 - 50 years

v Compensated absences - Township employess earn vacation and sick feave in varying
amounts based on length of service. Vacation time of up to one week can be carried over, but
unused sick leave does not accumulate past March 31 of each fiscal year. No portion of
unused sick leave is paid to employees at the time of termination or retirement. It is the
Township’s policy to recognize the cost of sick leave at the time payments are made.

vi) Fund equily - In the fund financial statements, governmentail funds report reservations of
fund balance for amounts that are not available for appropriation or are legally restricted by
outside parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

vil} Property tax ravenue recognition - Property taxes are levied as of December 1 on property
values assessed as of December 31 of the prior year. The hilings ars due on or before
February 14, after which time the bill becomes delinquent and penalties and interest may be
assessed by the Township. Property tax revenue is recognized in the year for which taxes have
been levied and become available. The Township levy date is December 1, and, accordingly,
the total levy is recognized as revenue in the current year.

NOTE 2 - STEWARDSHI[P, COMPLIANCE, AND ACCOUNTABILITY:

Budgetary information - Annual budgets are adopted on a basis consistent with generally accepted
accounting principles for the Township’s general and special revenue funds. The budget decument
presents information by fund, function, depariment, and line-item. The legal fevel of budgetary control
adopted by the governing body is the function level. All annual appropriations lapse at the end of the
fiscal year. There were no significant budget variances during the current fiscal year.
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - CASH AND INVESTMENTS:

At March 31, 2008, cash and investments are classified in the accompanying financial statements as
follows:

Governmental Business-type
activities aclivities Fiduciary Total
Governmental activities:
Cash $ 2,089,495 % 2044226 § 182,860 3 4 316,581
Investments - 201,660 - 201,660
Total 3 2,080485 % 2,245886 § 182,860 § 4,518,241

At March 31, 2008, cash and investments consist of the following:

Deposits with financial institutions $ 4,316,581
Investments 201,660

Total 4518241

Deposits with financial institutions:

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) and the Township's
investment policy authorize the Township to make depesits in the accounts of federally-insured banks,
credit unions, and savings and loan associations that have an office in Michigan. At March 31, 2008, the
Township held $240,527 of deposits in financial institutions located ouiside the State of Michigan.
Subsequent to year end, the Township liquidated these holdings and placed such monies with financial
instifutions that maintain an office in the State of Michigan.

Custodial credit risk of depaosits is the risk that, in the event of the failure of a depository financial
institution, the Township will not be able to recover its deposits. Deposits are exposed to custodial credit
risk if they are not covered by depository insurance. As of March 31, 2008, $3,283,404 of the Township's
bank balances of $4,335579 was exposed to custodial credit risk because it was uninsured. The
Township believes that it is impractical to insure all hank deposits due to the amounts of the deposits
and the limits of FDIC insurance. As a result, the Township evaluates each financial instifution with
which it deposits funds and assesses the risk level of each institution. Only the institutions with an
acceptable estimated risk level are used as depusitories.

Investments:

State statutes and the Township’s investment policy authorize the Township to invest in a) obligations
of the U.S. Treasury, agencies, and instrumentalities; b) commercial paper rated within the two highest
rate classifications, which mature not more than 270 days after the date of purchase; ¢) repurchase
agreements, collateralized by U.S. governmental securities; d) bankers' acceptances; and e) mutual
funds composed of otherwise legal investments.
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued}

NOTE 3 - CASH AND INVESTMENTS (Cantinued):
The Township's investments are subject to several types of risk, which are discussed below:

Custodial credit risk. Custodial credit risk for invesiments is the risk that, in the event of the failure of the
counterparty (e.g. broker-dealer) {o a transaction, the Township will not be able 1o recover the value of
its investment or collateral securities that are in the possession of an outside party. The Township's
investment pelicy does not centain requirements that would limit the exposure to custodial ¢redit risk for
investments. At year end, the following investment securities were uninsured and unregistered and held
by the same broker-dealer (counterparty) that purchased the securities for the Township:

Carrying
Investment type amount

U.8. government and agency securities & 201,660

Interest rate risk. Interest rate risk is the risk that the value of an investment will decrease as a result of
an increase in market interest rates. Generally, longer investment maturities generate more sensitivity
to changes in an investment's fair value due to changes in market interest rates. The Township
maoniters the interest rate risk inherent in its portfolio by measuring the weighted average maturity of its
portfolio. The Township's investment policy has no specific limitations with respect to maturities of
investments. At year end, the average maturities of the Township's investments are as follows:

Average
Fair maturity
investment type valye (in years)
U. S government and agency securities
Federal National Morigage Association  $201,660 0.21

Cradit risk. Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder
of the investment. This risk is measured by the assignment of a rating by a nationally recognized
statistical rating organization. At year end, the credit quality ratings of the Township's investments are
as follows:

Fair Rating
Investment type value Rating prganization
U.S. governmant and agency securities;
Federal National Mortgage Association $ 201,660 AAA S&P
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - CASH AND INVESTMENTS (Continued):

Concentration of credit risk. The Township’s investment policy places no limitations on the amount that
can be invested in any oneg issuer. Investments in any one issuer (ofther than U.S. Treasury securities)
that represent 5% or more of the Township's total investment are as follows:

Fair
issuer value Percentage
U.S. government agency:
Federai National Mortgage Assaciation $ 201,680 100%

NOTE 4 - RECEIVABLES:

At March 31, 2008, the Township's receivables are as follows:

Inter-
Property govern-
faxes Accounts Assessments mental Totals
Governmental funds:
General Fund $ 54864 § 106,943 $ - $ 118,066 § 277873
Bike Path Fund 21,701 - - - 21,701
Nohmajor governmental funds 27,784 - - - 27,784
Total governmental funds  $§ 104,349 $ 106,943 $ - % 116,086 § 327,358
Proprietary funds:
Sewer Fund $ - $ 184,285 § 201,346 % - $ 385831
Water Fund - 270,313 55,833 197,150 523,206
Total proprietary funds 3 - $ 454598 % 267,179 $ 197,150 $ 908,927
Noncurrent portion 3 - 3 - $ 201,346 % 197,180 § 308,408

All receivables are considered fully collectible.



Spring Lake Township

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS:

Capital asset activity for the year ended March 31, 2008, was as follows:

Governmental activities:

Capital assets not being depreciated -land  $ 693,481

Capital assets being depreciated:
Infrastructure
Land improvernenis
Buildings and improvements
Machinery and equipment

Subtotal
Less accumulated depreciation for:
Infrastructure
Land improvements
Buildings and improvements
Machinery and equipment

Subtotal

Total capital assets being
depreciated, net

3overnmental activities capital assets, net

Eeginhing Ending

balance Increases Decreases bhalance
% - $ - § 693481
- 85,785 - 85,785
5,657,132 - - 5,657,132
1,061,970 - - 1,061,870
1,231,008 391,497 (224,400) 1,298,195
7,950,200 477,282 (224 ,400) 8,203,082
- {358) - (358)
{1,950,807) (217,450) - (2,168,367)
(697,588} {26,162) - {723,748)
(£54,972) (64,249) 179,966 (439,255)
(3,203,485} (308,219) 179,966 (3,331.718)
4,746,735 169,063 {44 434) 4. 871,364
$ 5440216 § 169063 $ (44434) § 5,564,845




Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS (Cantinued):

Beginning Ending
balance Increases  Decrcases balance
Business-type activities:
Capital assets not being depreciated - land  § 5900 3 - $ - B 5,900
Capital assets being depreciated:
Buildings 248,811 34,660 - 283,471
Machinery and equipment 1,532,468 96,598 {7,710} 1,621,368
Sewer system 8,682,203 517,780 - 10,199,983
Water system 11,671,896 396,823 - 12,068,919
Subtotal 23,135,478 1,045,061 {7,710y 24,173,729
l.ess accumulated depreciation for:
Buildings {51,712) (8,298} - (60,010)
Machinery and equipment {730,807) (173,018) 7,710 (898,115)
Sewer system (3,721,489) {267 ,697) - (3,989,196)
Water system (5,785,108) {303,072) - (6,088,180}
Subtotal (10,289,128} {752 085} 7710 (11,033,501)
Total caplial assets being
depreciated, net 12,845 352 293,876 - 13,140,228
Business-type activities capital assets, net § 12,852,252 $ 293876 $ - $ 13,146,128

Depreciation expense was charged to the Township’s governmental functions as follows:

Governmental activities:

Genera{ government $ 8,973
Public safety ©8,228
Public works 14,223
Recreation and culture 218,795

Total governmental activities  $308,219
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 6 - PAYABLES:
At March 31, 2008, the payables of the Township’s funds are as follows:

Fund Accounts Payrall Interest Totals

Governmental funds:

General $ 89448 334171 % - $ 123,620
Nonmajor governmental 22,370 - - 22 370
Totals $ 111819 §34171 § - $ 145,990

Proprietary funds:

Sewer $ 83981 % 3458 $ 2500 $ 69939
Water 94,821 6,422 37,300 138,643
Totals $ 158902 $ 9,880 $ 39,800 §$ 208,582

NOTE 7 - INTERFUND RECEIVABLES AND PAYABLES:
At March 31, 2008, the composition of interfund balances is as follows:

Fund Receivable Fund Payable

Nonmajor govéfnmentai 3 10,080  General $ 10,080

The amount payable to the nonmajor gavernmental fund resulted from a time lag between the dates that
interfund services were provided and payments between funds are made.
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 8 - LONG-TERM OBLIGATIONS:

At March 31, 2008, long-term obligations are comprised of the following individual issues:

Governmental activities:
Bonds:

$2,105,000 2005 General obligation limited tax bonds - payable in annual
installments ranging from $185,000 to $240000 plus interest at 2.500% -
3.375%; final payment due June 2014 $.1,535,000

Business-type activities:
Bonds:

$2 436,470 1998 Ottawa County water supply system refunding bonds - payable
in annual instaiiments ranging from $68,537 o $2581,403, plus interest at 3.60%
to 4.70%, final payment due October 2010 $ 767,583

$900,000 1989 Ottawa County wastewater collection system bonds - payable in
annual installments ranging from $25,000 to $75,000, plus interest at 4.70% ic
5.05%, final payment due March 2018 620,060

$810,000 2001 Cttawa County water supply system refunding bonds - payable in
annual instalments ranging from $25,000 tc $65,000, plus interest at 3.00% fo
4.55%; final payment due January 2015 440,000

$1,266,389 2001 Ottawa County water supply system improvement bonds -

payable in annual installments ranging from $26,708 to $133,538, plus interest at
4.625% to 5.200%; final payment due May 2021 1,132,850

$43%,937 2005 Northwest Ottawa water supply system improvement bonds -
payable in annual instaliments ranging from $22,219 to $48 882, plus interest at
3.05% to 4.25%; final payment due May 2020 417718
$586,971 2005 Ottawa County water supply system refunding bonds - payable in
annual installments ranging from $63,525 to $68,807, plus interest at 3.50% fo
4.00%: final payment due January 2015 457380

Total business-type activities long-term obligations $ 3,835,531

o4



Spring L.ake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 8 - LONG-TERM OBLIGATIONS (Continued):

Long-term obligation activity for the year ended March 31, 2008, was as follows:

Amaunts
Beginning Ending due within
balance Additions  Reductions balance cne year
Primary government;
Govarnmental activities:
2008 General obligation bonds $1730000 $ -~ §(195000) $1,535000 $200,000
Business-type activities:
1998 Ottawa County refunding bonds $1,032,359 % - $ (2864778) $ 767,583 $250426
1999 Ottawa County wastewater bonds 660,000 - (40,000} 620,000 40.000
2001 Oftawa County refunding bonds 500,000 - (60,000) 440,000 60,000
2001 Ottawa County improvement bonds 1,132,850 - - 1,132,850 44,513
2005 Northwest Ottawa improvement bonds 435,837 - {22219 417,718 -
2005 Ottawa County refunding bonds 523,446 - (66&,066) 457 380 58,607
Total business-type activities $4288522 9 - $ (453,061) $3,835531 $472546

At March 31, 2008, debt service requirements were as follows:

Year ended Governmental aclivities Business-fype activifies
March 31, Principal Interest Principal inferest

2009 $ 200,000 § 44613 8 472,546 § 180,372

2010 205,000 38,887 803,764 168,320
20M 210,000 32,463 600,325 145,660
2012 220,000 26,012 265,586 122,322
2013 225000 19,225 269,728 109,626
2014 - 2018 475,000 15,969 1,143,425 363,202
2019 - 2022 - - 680,147 76,370

Totals $ 1,535,000 $ 176869 $ 3835531 $ 1,166,079

All debt is secured by the full faith and credit of the Township.
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Spring Lake Township
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 9 - JOINT VENTURES:

The Township is a member of the Grand Haven - Spring Lake Sewer Authority (the Authority). The
purpose of the Authority is to acguire, own, improve, enlarge, extend, and operate a sewage disposal
system. The participating communities (Cities of Grand Haven and Ferryshurg, Townships of Spring
lL.ake and Grand Haven, Village of Spring Lake, and the County of Ottawa) pay a set rate o the
Authority {o process waste. In the current year, the Township paid $434,650 to the Authority for sewage
treatment. Complete financial statements can be obtained at the Grand Haven City Hail (519
Washington Street).

The Township is also a member of the Northwest Ottawa Water Treatment Plant (NOWS). The purpose
of NOWS is to acquire, construct, finance, operate, and maintain a water production facility. The
participating communities (Cities of Grand Haven and Ferrysburg, Townships of Spring Lake and
Grand Haven, Village of Spring Lake, and the County of Ottawa) pay for water at a rate that is
estimated to cover operation, maintenance, replacement, and debt service. In the current vear, the
Township paid $673,707 to the plant to purchase water. Complete financial statements can be obtained
at the Grand Haven City Hall {519 Washington Street).

NOTE 10 - DEFINED CONTRIBUTION PENSION PLANS:

The Township has a defined contribution pension plan covering qualified employees in which the
Township is required to contribute 10% of the employees’ gross wages. Participating employees may
contribute up to 10% of gross wages. Total contributions by the Township for the year ended March 31,
2008 were $64,000.

The Township Fire Department has a separate pension plan which covers all participating firefighters.
The plans benefits are based on length of service and also include a pre-retirement death and disability
benefits. All required contributions are paid by the Township. Total contributions for the year ended March
31, 2008 were $8,262.

NOTE 11 - RISK MANAGEMENT:

The Tewnship is exposed to various risks of loss related to general liability, property and casualty,
workers’ compensaticn, and employee medical claims. The risks of loss arising from general liability up
to $5,000,000, property losses, workers' compensation, and employee medical costs are managed
through purchased commercial insurance. For all risks of loss, there have been no significant
reductions in insurance coverage from coverage provided in prior years. Also, in the past three vears,
settlemeants did not exceed insurance coverage,

NOTE 12 - CONSTRUCTION CODE ACT:

A summary of construction code enforcement transactions for the year ended March 31, 2008, is as
follows:

Revenues $ 170,022
Expenses 188,650

Deficiency of revenues over expenses  § {28,637)
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Spring Lake Township,
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 13 - SPECIAL ITEM:

The Township sold capital assets with a net book value of $44,434 for $21,400, which resulted in a loss of

$23,034 during the fiscal year.

NOTE 14 - PRIOR PERIOD ADJUSTMENTS:

Prior period adjustments have been recorded in 2008 that resulted in restatements of net assets. Net
assets as of April 1, 2007, included in the government-wide financial statements, represent restated
balances as presented below. The following schedule identifies the nature and amount of the

adjustments recorded.

Business-fype
aclivities

$ 12,630,894

48,804

(22,868}

Governmental
activilies
Beginning of year, as previously reported $ 5775847
Prior period adjustment:
Undarstatement of cash 36,331
Understatement of receivables -
Understatement of payables {17,500)
Understatement of iong-term abligations -
Beginning of year, as restated $ 5794878

$ 12,706,630

Prior period adjustments have been recorded in 2008 that resulted in restatements of fund equity. Fund
equity as of April 1, 2007, included in the fund statements, represents restated balances as presented
below. The following schedule identifies the nature and amount of the adjustments recorded.

Water
Fund

Net assels )

$ 5403629

48,804
(22,868)

General
Fund
Fund balance
Beginning of year, as previousiy reported $ 1,081,920
Prior pericd adjustmeants:

Reclassification of special revenue funds 110,116

Undarstatement of cash 36,331

Understatement of receivables -

Understatemnent of long-term obligations -
Beginning of year, as restated $ 12082387

$ 5,429 565
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Spring Lake Township

BUDGETARY COMPARISON SCHEDULE - General Fund

Year ended March 31, 2008

REVENUES
Property taxes
Licenses and permits
State grants
Charges for services
Fines and forfeitures
Interest and rentals

Other

Total revenues
EXPENDITURES
Legislative

General government

Public safety

Public works

Community and economic
development

Recreation and culture

Capital outlay

Debt service - principal

Total expenditures
NET CHANGE IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Variance

Original Amended favorable
budget budget Actual {unfavorable)
$ 840800 $ 840600 $ 888565 B 47,965
342 050 342,050 328,482 (13,568)
732,500 732,500 733,593 1,083
178,700 178,700 98,529 (80,171)
500 500 415 (85)
49 500 49,500 79,810 30,310
32,100 32,100 54,626 22,526
2,175,950 2,175,950 2,184,020 8,070
17,920 17,920 17,521 399
580,702 651,982 622,651 28,331
624,600 624,600 588,638 35,964
143,100 86,600 87,585 (985)
347,120 307,120 206 692 100,428
177,905 177,905 181,949 (4,044)
159,080 472,060 391,202 80,858

50,000 - - -
2,100,407 2,338,187 2,006,238 241,951
75 543 (162,237} 87,784 250,021

1,208,367 1,208,367 1,208,367 -
$ 1,283,910 $1,046130 §$ 1,298,151 $ 250,021
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Spring Lake Township
BUDGETARY COMPARISON SCHEDULE - Bike Path Fund
Year ended March 31, 2008

Variance
Original Amended favorable
budget budget Actual {unfavorable)
REVENUES
Property taxes $ 323500 % 323500 F 330552 % 7 052
nvestment return and rentals 5.G50 5,050 8,864 2,814
Tatal revenues 328,550 328,550 339,416 10,866
EXPENDITURES
Recreation and culture 4,000 7,200 - 7,200
Debt service;
Principal 185,000 185,000 195,000 -
Interest and fees 50,250 50,250 50,189 8
Total expenditures 249 250 252 4R0 245 168 7,281
NET CHANGE IN FUND BALANCES 79,300 76,100 94 247 18,147
FUND BALANCES - BEGINNING 396,682 306 682 396,682 -
FUND BALANCES - ENDING $ 475982 § 472,782 § 490,929 § 18,147

26



SUPPLEMENTARY INFORMATION



Spring Lake Township

COMBINING BALANCE SHEET - nonmajor governmental funds

March 31, 2008

ASSETS
Cash
Receivables

Due from other funds

LIABILITIES AND FUND BALANCES

Total assets

Liabilities - payables

Fund balances - unreserved

Tatal liahilities and
fund balances

Bike Path
Capital Street Aging
Projects Lighting  _Council Museum
$ 128,182 62,3456 3 - -
- 7,259 10,680 8,845
$ 128182 69604 $ 10,680 9,845
$ - 1,845 $ 10,680 9,845
128,182 67,759 - -
$ 128,182 69,604 § 10,680 8,845




Total

nonmajor

Cemetery governmental
Endowment funds

$ 299,462 $ 489,989
- 27,784
10,080 10,080
® 309542 § 527853
$ - 3 22,370
309,642 505,483
$ 308,542 § 527,853
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Spring Lake Township

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - nonmajor governmental funds

Year ended March 31, 2008

REVENUES
Property taxes
Charges for services
interest

Total revenues
EXPENDITURES
Public works
Health and welfare

Recreation and culture
Capital outlay

Total expenditures

NET CHANGE {N FUND BALANCES

FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Bike Path
Capital Street Aging
Projects Lighting Council Museum
$ - $ 112622 ¢ 1860101 $ 145,544
6,544 1,432 - -
6,544 113,854 160,101 145,544
- 121,193 - -
- - 160,101 -
- - - 145,544
18,262 - - -
18,282 121,193 180,101 145,544
{(11,718) (7,239) - -
139,800 74,998 - -
$ 128182 $ 67759 $ - % -



Total

nonmajor
Cemetery governmental
Endowment funds
$ - ) 418,167
9,240 8,240
18,287 26,263
27,527 453,670
- 121,183
- 160,101
- 145,544
- 18,262
- 445 100
27,527 8,570
282,015 496 913
3 309,542 % 505,483
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Spring Lake Township
SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$2,436,537 1998 OTTAWA COUNTY WATER SUPPLY SYSTEM REFUNDING BONDS

March 31, 2008

Fiscal
period

2009
2010
2011

Maturity

date

10/1/2008
10/1/2009
10M142010

Pn’nc."ga;‘
$ 269 427
258,752
251,404
$ 767,583

32,

$

$

Interest

35,431
23,627

11,816

Total
requirements

294,858
280,379
263,220

838,457




Spring Lake Township
SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -

$990,000 1999 OTTAWA COUNTY WASTEWATER COLLECTION SYSTEM BONDS
March 31, 2008

Fiscal Maturity Total
period date Principal Interest requirements
2009 3/1/2009 $ 40,000 $ 30,348 3 70,348
2010 3112010 45,000 28,467 73,487
2011 3112011 45,000 286,353 71,353
2012 3/142012 506,000 24,237 74,237
2013 3/1/2013 50,000 21,888 71,888
2014 3112014 55,000 19,487 74,487
2015 3172015 60,000 16,793 76,793
2018 3112016 85,000 13,822 78,822
2017 3172017 65,000 10,573 73,573
2018 3/1/2018 70,000 7,322 77,322
2019 31172019 75,000 3,787 78,787

$ 620,000 $ 203077 $ 823077
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Spring Lake Township

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$810,000 2001 OTTAWA COUNTY WATER SUPPLY SYSTEM REFUNDING BONDS
March 31, 2008

Fiscal Maturity Total
period date Principal Interest requirements
2009 1/1/2008 $ 60,000 $ 18,670 $ 78,670
2010 1712010 60,000 16,300 76,300
2011 11142011 80,000 13,900 73,900
2012 17112012 65,000 11,440 76,440
2013 17112013 65,000 8,677 73,677
2014 1/1/2014 65,000 5,850 70,850
20158 1112015 65,000 2,958 67,958

S 440,000 $ 77,795 $ 517,795

-34-



Spring Lake Township
SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -

$1,266,389 2001 OTTAWA COUNTY WATER SUPPLY SYSTEM IMPROVEMENT BONDS
March 31, 2008

Fiscal Maturity Total
period date Principal Interest requirements
2009 5/1/2008 $ 44 513 $ 55,341 $ 99,854
2010 5/1/2009 48,064 53,178 102,143
2011 5/1/2010 53,415 50,791 104,206
2012 5112011 57,867 48,176 108,043
2013 5172012 62,318 45,352 107,670
2014 5/1/2013 86,769 42 285 109,054
2015 51112014 71,220 38,955 110,175
2018 5112015 77,897 35,281 113,178
2017 5/1/2016 86,800 31,163 117,963
2018 512017 93,477 26,610 120,087
2019 5172018 102,379 21603 123,982
2020 511/2019 111,282 16,114 127,396
2021 5/1/2020 122,410 10,096 132,508
2022 5172021 133,539 6,844 140,483
$ 1,132,850 $ 481,890 $ 1,614,740
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Spring L.ake Township
SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$2,105,000 2005 GENERAL OBLIGATION LIMITED TAX BONDS

March 31, 2008

Fiscal
period

2009
2010
2011
2012
2013
2014
2015

Maturity

date

6/1/2008
5/1/2009
6/1/2010
8/1/2011
§/1/2012
8/1/2013
6/1/2014

Principai

$ 200,000
205,000
210,000
220,000
225,000
235,000
240,000

$ 1,835,000
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Interest

$ 44,513
38,687
32,463
28,012
19,225
11,918

4,050

$ 176868

Total
requirements

$ 244,513
243,687
242,463
246,012
244,225
246,919
244,050

$ 1,711,869




Spring Lake Township

SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -
$439,937 2005 NORTHWEST OTTAWA WATER SUPPLY SYSTEM
IMPROVEMENT BONDS

March 31, 2008

Fiscal Maturity Total
period date Principal interest requirements
2009 6/1/2008 $ - $ 16,480 $ 16,490
2010 5/1/2009 24,441 15,770 40,211
2011 5/1/2010 24,441 14,997 39,438
2012 51/2011 28,683 14,152 40,815
2013 5/1/2012 28,885 13,194 42,079
2014 5172013 31,107 12,120 43,227
2015 51172014 33,329 10,820 44,249
2016 5/1/2015 35,550 9,503 45,143
2017 51172018 37,772 8,144 45,818
2018 5/1/2017 39,994 6,564 46,558
2019 511/2018 42,216 4,853 47,069
2020 5/1/2019 44,438 3,022 47,460
2021 5112020 48,882 1,039 49,921

3 417,718 3 130,858 3 248,578
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Spring Lake Township
SCHEDULE OF BOND RETIREMENT AND ANNUAL INTEREST REQUIREMENTS -

$586,971 2005 OTTAWA COUNTY WATER SUPPLY SYSTEM REFUNDING BONDS
March 31, 2008

Fiscal Waturity Total

period date Principal Inferest requirements
2008 17172009 3 68,607 $ 17,609 3 86,216
2010 1/1/2010 68,607 15,208 83,815
2011 17112011 66,066 12.807 738,873
2012 14112012 66,066 10,164 76,230
2013 17112013 83,525 7,521 71,046
2014 17112014 63,525 4,980 68,505
2016 11112015 60,084 2,439 83,423

$ 457,380 $ 70,728 3 028,108
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September 10, 2008

Members of the Township Board
Spring Lake Township, Michigan

We have audited the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Spring Lake
Township for the year ended March 34, 2008, and have issued our repert thereon dated
September 10, 2008, Professional standards require that we provide you with the following
information related {o our audit.

Cur Responsibility under U.8. Generally Accepted Auditing Standards

As stated in our engagement letter dated March 13, 2008, our responsibility, as described
by professional standards, is to plan and perform our audit to obtain reasonable, but not
absolute, assurance that the financial statements are free of material misstatement and are
fairly presented in accordance with U.S. generally accepted accounting principles. Qur
audit of the financial statements does not relieve you or management of your
responsibilities,

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.
In accordance with the terms of our engagement lstter, we will advise management about
the appropriateness of accounting policies and their application. The significant
accounting policies used by Spring Lake Township are described in Note 1 to the financial
statements. No new accounting policies were adopied and the application of existing
policies was not changed during 2008. We noted no transactions entered into by Spring
Lake Townshlp during the year for which there is a lack of authoritative guidance or
consensus. There are no significant transactions that have been recognized in the
financial statements in a different period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions abhout future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimate affecting the financial statements was capital asset
depreciation.

Management’s estimate of the capital asset depreciation is based on the estimated useful
lives of the Township’s capital assets. We evaluated the key factors and assumpfions
used to develop the capital asset depreciation in determining that it is reasonable in
relation to the financial statements taken as a whole.
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Members of the Township Board
Page 2
September 10, 2008

The disclosures in the financial statements are neutral, consistent, and clear.
Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in our judgment, may not have been
detected except through our auditing procedures. Management has reccrded all of our
proposed audit adjustments.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a matter, whether or not resolved to our satisfaction, concerning a
financial accounting, reporting, or auditing matter that could be significant to the financial
statements or the auditors’ report. We are pleased to report that no such disagreements
arose during the course of our audit.

Manageient Representations

We have requested certain representations from management that are included in the
management representation letter associated with the audits for the year ended March 31,
2008.

Other Issues

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as Spring
Lake Township’s auditors. However, these discussions occurred in the normal course of
our professional relationship and our respanses were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Communication Regarding Internal Control

In planning and performing our audit of the financial statements of Spring Lake Township
as of and for the year ended March 31, 2008, in accordance with auditing standards
generally accepted in the United States of America, we considered Spring Lake
Township’s internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Township's internal control. Our consideration of internal control included
procedures to evaluate the design of controls relevant to an audit of financial statements
and to defermine whether they have been implemented, but it did not include procedures
to test the operating effectiveness of controls, and accordingly, was not directed to
discovering significant deficiencies in internal control. Accordingly, we do not express an
opinion on the effectiveness of the Township's internal control.



Members of the Township Board
Page 3
Septermnber 10, 2008

Our consideration of internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internai contral
that might be significant deficiencies or materiali weaknesses. However, as discussed
below, we identified deficiencies in internal control that we consider to be material
weaknesses.

A control deficiency exists when the design or operation of a control doss not allow
management or employees, in the normal course of performing their assigned functions,
t{o prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability
to initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity's financial statements that is more than inconsequential
will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity's internal control. We helieve
that the following deficiencies constitute material weaknesses.

« FEnterprise fund receivable balances, including utility charges and special
assessments, were not reconciled to their respective general ledger control
accounts in a timely manner. This is a recurring comment.

» Certain Tax Fund disbursements were not made in a timely manner. This is a
recurring comment. The required payments were made subsequent to the end of
the fiscal year.

¢ Escrow transactions were not recorded and reconciled to general ledger control
accounts in a timely manner.

« Several of the Township’s bank accounts were not in accordance with statutory
authority because they were held in financial institutions that do not maintain an
office in the State of Michigan. The Township moved these deposits to allowable
accounts subsequent to the end of the fiscal year.

» The Township has not implemented a system of controls to prepare financial
statements in accordance with U.S. generally accepted accounting principles,
inciuding procedures to achieve the objectives of recording revenue and
expense accruals, the capitalization and depreciation of capital assets, and
the presentation of financial statement disclosures. The Township has
determined that the additional benefits derived from implementing such a
system would not outweigh the ¢osts incurred to do so.

This communication is intended solely for the information and use of the Township Board

of Spring Lake Township and the State of Michigan Department of Treasury and is not
intended to be and should not be used by anyone other than these specified parties.
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September 10, 2008

Members of the Township Board
Spring Lake Township

in planning and performing our audit of the financial statements of Spring Lake Township
for the year ended March 31, 2008, we considered the Township’s internal control in order
to determine our auditing procedures for the purpose of expressing opinions on the
financial statements and not to provide assurance on infernal control,

However, during our audit we became aware of certain matters that are opportunities far
strengthening internal controls and operating efficiency. The memorandum that
accompanies this letter summarizes our commenis and suggestions regarding those
matters. This letfer does not affect our report dated September 10, 2008, on the financial
statements of Spring Lake Tawnship.

We will review the status of these comments during our next audit engagement. We have
already discussed these comments and suggestions with Township management, and we
will be pleased to discuss them in further detail at your convenience, to perform any
additional study of these matters, or to assist you in implementing these
recommendations.

s fiads Gttt A,
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COMMENTS AND RECOMMENDATIONS

Tax Fund reconciiiations and monitoring

At the end of the fiscal year, the Township’s Tax Fund, an agency fund, held $262 559 that should
have been distributed to other governmental units and the General Fund. State statutes require the
Township to remit taxes collected on behalf of other units within certain time periods.

The Township should develop policies and procedures {o ensure that all property tax disbursements
are made in a timely manner. The cash balance of the Tax Fund should be reconciled monthly and
agreed to the liabilities of the fund, that is, the amounts due to other governmental units and other
funds. In addition, maonitoring procedures could be implemented {o verify that these procedures are
being performed. The Finance Director could prepare a repoert that identifies all taxes cellected and
paid, by taxing authority, which would be reviewed and approved by the Manager prior to the annual
seftiement with the County.

Managerment reconciled the cash balance of the Tax Fund, subsequent to the end of the fiscal year,
and made the necessary disbursements to the other governmental units and the General Fund of the
Township.

Reconciliation of enterprise fund receivable balances

Enterprise fund receivable balances, including utility charges and special assessments, were not
reconciled to their respective general ledger control accounis in a timely manner.

We recommend the reconciliation of receivable balances to the general ledger control accounts on a
monthly basis. This procedure must be performed to ensure that accurate information is available for
monitoring financial operations of the sewer and water funds.

Accaounting for developer escrows

The Township has implemented an escrow policy whereby developers are required to make deposits to
cover costs incurred by the Township that relate to their developments. We commend the Board for
implementing this policy as it will likely prevent the Township from incurring unnecessary costs.
However, these transactions were not recorded properly.

We recommend that the Township implement procedures to account for the developer escrow deposits
including recerding the receipt of the deposit and payment of all costs incurred through an agency
fund. it is also important to monitor the escrow balances te ensure that developers are paying for the
costs of their projects.



COMMENTS AND RECOMMENDATIONS (Gontinued)

Performance of a risk assessment

A greater emphasis is now being placed on the quality of internal control systems of governmental
units. Due fo financial reporting scandals, users of governmental financial statements now have
heightened expectations for controls over financial reporting because they realize that the reliability of
financial reperting is directly related to the sufficiency and effectiveness of an organization’s internal
control systems.

We recommend that management review and evaluate tools that are availabie from the Committee of
Sponsoring Organizations (COS0). These tools can be used to improve the Township’s internal control
systems,

We specifically recommend that the Township perform a risk assessment. COSQ considers a risk
assessment to be one the five essential components of an effective system. A risk assessment
involves the identification and assessment of a variety of risks associated with an organization’s
financial reporting objectives. Once risks are identified, they should be evaluated for significance and a
determination can be made regarding how the risks should be managed through a variety of control
activitiss.

The performance of a risk assessment, on an annual basis, would be an excellent first step in
developing and maintaining effective internal control systems.

Written policies and procedures

Many of the Township's policies and procedures, especially those related to the accounting function,
have nat been formally documented.

We recommend that the Township develop a written accounting policies and procedures manual,
Committing the Township’s policies and procedures to writing would provide several benefits, including:
« clarification of responsibilities and segregation of duties
« communication of appropriate systems of internal controls
« improve continuity at the time of personnel changes
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